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Annual Meeting 


The Annual Meeting of Shareholders will be held at the Windsor 
Hotel, Sault Ste. Marie, Ontario, Thursday, April 15, 1976 at 
2:15 p.m. Eastern Standard Time. A formal notice of the Meet- 
ing, an information circular and a proxy will be mailed 
separately. 


Les personnes qui désirent recevoir ce rapport annuel en fran- 
Cais peuvent se le procurer en é€crivant au Secretaire, The 
Algoma Steel Corporation, Limited, Sault-Sainte-Marie, 
Ontario. 
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THE ALGOMA STEEL CORPORATION, LIMITED AND SUBSIDIARIES 


Highlights of 1975 


1975 1974 ee 
(dollars and tons in thousands 
except per share data) 
INES STS aC 3. 3 yb se ea ieee on $ 541,463 474,102 +14 
Earnings before equity in earnings of associated company 
Bade aracrdimaly Iemms—lOlall «2 + 5.526 boa a bd ee ese wes $ 26,868 44,344 —39 
SPECTOR EIIO, ) e ) eaeks erreens Oe ae $ 2.30 3.80 
Earnings before extraordinary items—total........ lar fear a Bile $ 37,457 5S,150 —30 
SOC GINA Orn te ence a ls Atta $ 3.21 4.61 
NEST CEUG ERE ly OM AN en ee ee a ee $ 42,811 B18), DS —20 
SISSTSAES ey Ae Coenen ea $ 3.67 4.61 
—per cent of average totalinvestment .............. % 8.0 11,0 
Cost of products sold as per centofnetsales..................4. % 85.1 Tepes 
BOCs ONG 1O alr mera ut coh Sine uits wd a PS ves Re had es $ 16,338 emigre + 4 
SOS PSP ee A es $ 1.40 1435 
Additions to fixed assets excluding leased equipment............. $ 104,523 137,638 
DepiccianOmamedamonizalON...n2h.. 408 Sri hte at ae a $ 29,331 26,078 
CY MOMETANNC TES) NEY 1) 90) Ree ek ee da $ 260,226 167,300 
Ont Om OCR E PI UAT aN tcl Gh eo nd ne Be kk elven NL: 2,624 2,/74 — 5 
SRE SISTER IG Re a a N.T. 2,748 24163 — 1 
SIOMeNs Slee OnOGUCISEMn kin lke oe mam bes ce we as Nol 1,968 2,018 — 2 
Approximate number of shareholders atyearend................ No. 11,536 12,220 


Canada’s largest blast furnace came into operation in 1975. 


Letter to Shareholders 


A year ago, the steel industry was cautiously opti- 
mistic that there would be an upturn in demand for 
steel products during the second half of 1975 and 
it was not envisaged that such a deep economic 
recession in North America would take place. Raw 
steel production in Canada and domestic sales 
were not as adversely affected as they were in the 
United States and most off-shore countries. The 
recession did not occur as soon in the Canadian 
economy and there was a substantial reduction in 
the tonnage of steel imported into Canada. Unfor- 
tunately, it now seems probable that in Canada 
recovery from this recession will be slow. 


Algoma’s production and shipments did not reach 
expected levels and earnings declined because of 
the recession and for other reasons given in this 
Report. 


Expenditures on capital and mine development 
were again high and, with the start-up of new 
cokemaking, ironmaking and ingot reheating facil- 
ities, substantial progress was made on the pro- 
gram to increase production capacity. As a result 
of low cash flow and high capital expenditures, 
which increased loans to greater than expected 
levels, and uncertainty with respect to steel mar- 


D. S. HOLBROOK 


Chairman and 
Chief Executive Officer 
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President and 
Chief Operating Officer 


kets in 1976, work has been temporarily sus- 
pended on new facilities which are not essential to 
meet production and shipment projections for the 
next several years. 


The Government of Canada, in quest for a solution 
to high escalation in prices, implemented anti- 
inflation legislation late in 1975 to control prices, 
profits, dividends and remuneration while at the 
same time encouraging improvement in produc- 
tivity. The success of this program and its effect on 
Algoma remain to be seen. 


The investment tax credit of 5 per cent on installed 
cost of new buildings and equipment, introduced 
in mid-year prior to the anti-inflation program, is a 
progressive step towards recognition that contin- 
uing business investment in modern production 
facilities is necessary if Canada is to compete 
effectively in world markets. 


The tonnage of steel imported into Canada was 
only half the volume in 1974 however, off-shore 
steel is now being offered at prices considerably 
below Canadian prices. 


The economic outlook for 1976 is uncertain and 
general predictions are for a slow start followed by 


an upturn in the latter part of the year. Although 
Algoma’s back-log of orders is lower than at the 
same time last year, the potential to increase pro- 
duction and shipments is considerably greater 
than a year ago. There are no major new produc- 
tion units to start up in 1976 and, with the excep- 
tion of the Tube Division contract which expires on 
February 29, 1976, there are no labour contracts 
to be negotiated at manufacturing plants or cap- 
tive mines. 


During 1975 and early in 1976, several senior 
management changes were announced. John 
Macnamara was appointed a Director and pro- 
moted to President and Chief Operating Officer of 
The Algoma Steel Corporation, Limited and D. S. 
Holbrook continues to hold the offices of Chair- 
man and Chief Executive Officer. R. N. Robertson 
was promoted ta Vice President—Sales, S. H. Ellens 
was promoted Vice President—Administration and 
A. M.S. White was appointed Treasurer of the Cor- 
poration. A. S. Pack was appointed Executive Vice 
President of Cannelton Industries, Inc. 


There were twelve meetings of the Board of Direc- 
tors in 1975: four in Montreal, six in Toronto and 
two in Sault Ste. Marie. 


The death of Thomas Alexander Crerar on April 
11, 1975 is recorded with deep regret. Mr. Crerar, 
who had been a Director of the Corporation from 
1945 to 1962 when he was appointed Honorary 
Director, served in the Federal Cabinet during two 
World Wars and in the Senate for over 20 years 
and made a valued contribution to Canada and to 
the Corporation. 


The efforts of employees and the support of cus- 
tomers, suppliers and shareholders are acknowl- 
edged with appreciation. 


D. S. HOLBROOK 
Chairman and Chief Executive Officer 


JOHN MACNAMARA 
President and Chief Operating Officer 


Sault Ste. Marie, Ontario 
February 4, 1976. 


Financial 


Net earnings were $42.8 million equal to $3.67 per 
share and represented a return of 8 per cent on net 
sales, 8 per cent on average total investment and 
12 per cent on average shareholders’ equity. A 
substantial proportion of net earnings resulted 
from $10.5 million negative income taxes attribu- 
table to depletion allowances on mineral profits, a 
$3.5 million extraordinary gain from sale of the 
motor-vessel Yankcanuck and $12.4 million equity 
in earnings of Dominion Bridge Company, Limited. 


Increases in production costs resulting principally 
from rapid escalation in prices of the various ele- 
ments exceeded additional revenue from product 
price increases and profit margins declined. Esca- 
lation during the year was most pronounced in the 
costs of coal and coke—52 per cent, iron ore—25 
per cent, steelmaking additions—35 per cent and 
employment—15 per cent. Market conditions pre- 
cluded increasing product prices to the extent 
necessary to recover these cost increases. 


Interest expense at $22.5 million on higher loans 
increased $11.7 million over 1974 and depreci- 
ation and amortization rose $3.3 million to $29.3 
million reflecting the addition of new facilities. 


Cash flow from operations was $49.6 million equal 
to $4.25 per share. This was less than half the 
expenditures on capital and mine development of 
$104.5 million. Additional funds were obtained 


from the sale of $65 million, 11 per cent, 20 year 
debentures, long-term loans for construction and 
development of the Maple Meadow coal mine in 
West Virginia, medium and short-term loans. In 
addition to expenditures for production facilities, 
new equipment costing $8.3 million was acquired 
under long-term leases which include purchase 
options. The motor-vessel Yankcanuck was sold 
for $5 million and leased back with an option to 
purchase. 


A payment of $4.8 million was received under an 
approved Federal regional economic expansion 
incentive grant with respect to construction of 
No. 7 blast furnace. 


The quarterly dividend rate was continued at 35 
cents per share and there was no extra dividend 
paid in December. Total dividends paid amounted 
to $16.3 million which represented $1.40 per 
share and 38 per cent of net earnings. 


The ratio of current assets to current liabilities at 
December 31, 1975 was 1.6 to 1 and working cap- 
ital was $78.3 million which was $21.4 million 
higher than at the end of 1974. 


Long-term investments rose $14.6 million reflect- 
ing an increase of $8.5 million in Algoma’s equity 
in undistributed earnings of Dominion Bridge 
Company, Limited and further investment of $5.3 
million in the Tilden Mine joint venture. 


Trends and data shown were influenced to a large extent in 1971 by a $21.5 million extraordinary addition to earnings. 
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Sales 


There was a decline in rolled steel consumption in 
Canadian and world steel markets during 1975. 
Apparent Canadian consumption was about 17 
per cent lower than in 1974 and this was reflected 
in areduction in both Canadian mill shipments and 
imports. The latter decreased from the record 3.1 
million tons in 1974 to approximately 1.4 million 
tons. Prices quoted in Canada for off-shore steel 
declined from a premium over Canadian prices 
early in the year to below Canadian prices at the 
year-end. 


Production problems restricted the acceptance of 
orders during the first three quarters of the year 
and in the fourth quarter markets for some steel 
products softened significantly. Algoma’s steel 
product shipments declined slightly from 2.02 mil- 
lion net tons in 1974 to 1.97 million net tons, 
although revenue increased as a result of more 
favourable product mix and higher selling prices. 


Sales of pig iron by the Canadian Furnace Division 
were substantially lower. No shipments were made 
in the first four months due to depleted inventories 
when the blast furnace was being relined and 
demand declined during the last half of the year. 


The outlook is uncertain for shipments of pig iron 
and some steel products in the early part of 1976. 


The appliance and agricultural implement 
industries are reasonably busy and the automotive 
industry is forecasting continuing improvement. 
Inventories are being reduced in service centres 
and they are anticipating improved business. 
World demand for seamless pipe and casing has 
weakened considerably but the North American 
market, particularly for high-strength oil country 
casing, is fairly strong. On the other hand, the con- 
struction industry is not forecasting an early 
increase in activity largely due to deferrals of 
energy-related and heavy industrial projects and 
there is no indicated strengthening in the railroad 
operating and transportation industries in the near 
future. 


Algoma’s steel shipments as a percentage of total 
Canadian mill shipments increased in 1975. 
Algoma now has the capability to supply greater 
tonnage of sheet and plate products and service to 
customers will Show improvement in 1976. 


Low-volatile metallurgical coal will be sold in 1976 
from the new Maple Meadow Mine under a long 
term contract with another Canadian steel 
company. 

Conversion to the metric system is continuing in 
step with the changeover required for Canadian 
industry. 


Algoma’s high-strength, 


low-alloy, 


weathering steel provides strength and corrosion resistance to bridge structures 


Shipments of Steel Products 
2000 


1500 


1000 


Thousands of Tons 


500 


1966 


67 


68 


69 


70 


71 


UP 


73 


74 


1975 


Steel Product Shipments by Product 
Classification, 1966 and 1972 to 1975 
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*Represents shipments of tube rounds to a seamless tube producer. 
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Raw Materials 


Critical 1974 shortages of raw materials were 
reversed in 1975 and availability of coal and iron 
ore exceeded requirements by mid-year. Almost 
all of the coal and over 90 per cent of the iron ore 
used at the Steelworks came from captive sources. 


A three-month Algoma Central Railway strike 
reduced shipments of steel products and 
restricted sinter production at the Algoma Ore Divi- 
sion. A two-month strike at Steep Rock Iron Mines 
Limited caused a production loss of approximately 
200,000 tons of iron ore pellets. Strikes at captive 
coal mines in the United States restricted produc- 
tion and delayed progress in achieving planned 
increased mining rates at new operations. 


Cannelton Industries, Inc. produced 2.13 million 
tons of metallurgical coal and 300 thousand tons 
of steam coal for a total of 2.43 million tons repre- 
senting a 22 per cent increase over 1974. The 
quality of metallurgical coal delivered to the Steel- 
works was improved by the introduction of coal 
from the Maple Meadow Mine and the addition of 
fine coal cleaning facilities at Pocahontas Mines. 
Underground development at the Maple Meadow 
Mine did not progress as rapidly as expected but 
mining conditions improved by year-end. Engi- 
neering is in progress on facilities to expand high 
volatile metallurgical coal production from proper- 
ties subleased in West Virginia late in 1974 and 
several other optioned coal properties are being 
studied to determine whether they contain eco- 
nomic coal reserves. Paul Morton, President, 


Cannelton Industries, Inc., served as Chairman of 
the National Coal Association in the United States 
during 1975. 


Production of sinter at the Algoma Ore Division 
totalled 1.69 million tons, a 17 per cent decrease 
from 1974. Progress continued on development 
work for deeper underground mining of the 
MacLeod Mine. 


Tilden joint venture operations started well and 
improved steadily until mid-year. Unfortunately, 
thereafter, production was impaired by equipment 
failures and concentrate filtering problems. Modifi- 
cations to equipment and operating practices 
should result in production reaching rated capac- 
ity during 1976. Work has been temporarily sus- 
pended on the second phase at Tilden until these 
problems have been resolved. 


Exploration continued on iron ore and coal lands 
which are leased or under option. Exploration, 
acquisition, research and evaluation of coal and 
iron ore reserves are important factors in Algoma’s 
policy to remain largely self-sufficient in these 
basic raw materials. 


Extension of the Great Lakes navigation season in 
1974 permitted shipping steel products and deliv- 
ering raw materials to the Steelworks by vessel well 
into January, 1975. Full advantage is being taken 
of extended lake shipping seasons to reduce raw 
material inventories and realize economies from 
vessel movement of steel. 


Surface mined coal lands in West Virginia are restored for future use. 


lron ore exploration in Northwestern Ontario is important in future raw 
material supply. 
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Operations 


Steel production was restricted in the first half of 
the year by a shortage of hot metal due to a 
delayed start-up of No. 7 blast furnace and was 
again restricted toward the end of the year when 
steel demand declined. Total raw steel production 
of 2.75 million tons was slightly lower than in 1974. 


The new No. 7 blast furnace which has a daily 
rated capacity of 5,000 tons was blown-in late in 
May and the smaller Nos. 3 and 4 blast furnaces 
were shut down. No. 4 furnace is being repaired 
and No. 3 furnace will be relined at a later date to 
produce hot metal as required. No. 7 furnace is 
equipped with many new features and is now pro- 
ducing at planned tonnage levels. 


No. 7 coke oven battery was taken out of service 
for approximately five months early in the year for 
the replacement of the oven walls and auxiliary 
equipment. This further increased the corpo- 
ration’s need to supplement its own coke produc- 
tion by purchasing 82,000 tons of coke and 
obtaining an additional 121,000 tons through con- 
version of captive coal to coke by another steel 
company. 


The new No. 9 coke oven battery began operation 
in November. This battery incorporates recent 
technological developments and equipment to 
minimize undersirable emissions into the air to the 
greatest extent possible. Cokemaking capacity of 
the present batteries will meet forecast require- 
ments until early 1979 when a new No. 10 battery 
is scheduled to come into service. 


The six new soaking pits began operating in mid- 
year and increased ingot reheating capacity 25 
per cent. This additional capacity has improved 
blooming mill productivity and permits selected 
orders of plate and strip to be rolled directly from 
ingots without intermediate reheating. 


Start-up problems have been greater than antici- 
pated with the relocated 106 inch wide strip mill 
and production of hot and cold rolled strip was 
below expectations although production of plate 
and strip through the 166 and 106 inch mills was 7 
per cent higher than the previously high level in 
1973. 


Increased demand for seamless tubes required 
higher levels of operations at the Tube Division 
and production increased 9 per cent over last year. 


The blast furnace at the Canadian Furnace Divi- 
sion was relined during the early part of the year 
but because of very low demand for pig iron, the 
furnace was only operated for 3% months. 


The constantly increasing cost of purchased and 
by-product energy has emphasized the need for 
more efficient utilization of solid, gaseous and lig- 
uid fuels and electricity. Because of the high cost 
of coal, coke is the most expensive form of energy 
used at the Steelworks and gaseous and liquid 
fuels are being injected into the blast furnaces to 
minimize the usage of coke. In addition, internally 
generated by-product fuels are being substituted 
for purchased fuels wherever possible. 


No. 9 coke oven battery incorporates recent technological changes in 
coke oven design. 


Major projects underway or to be completed in 
1976 include: 


*New No. 10 coke oven battery of 60 ovens 


New coke oven by-product plant and water qual- 
ity improvement facilities 


Relining of No. 5 blast furnace 


Homogenized oil injection on Nos. 6 and 7 blast 
furnaces 


Second charging crane for No. 2 basic oxygen 
steelmaking plant 


*New continuous slab casting plant 
*“Ingot stripping crane 
New ingot mould yard 


New heavy plate processing and shipping 
facilities 

New heavy structural straightener and changes 
to structural rolling and finishing equipment 


Additional roll grinding equipment 


Additional tube finishing capacity at the Chippewa 
Tube Division 


“Work on these projects temporarily suspended. 


Investigations are continuing into new facilities to 
reduce undesirable emissions into air and water. 
New settling and separation units were installed to 
intercept oil and iron oxide from entering the St. 


Mary’s River. No. 7 blast furnace and No. 9 coke 
oven battery were equipped with proven air emis- 
sion control facilities of the latest technology. 
Cooling water from No. 7 blast furnace is recircu- 
lated in a closed loop system to prevent discharge 
into the river. The new coke oven by-product plant 
equipment will prevent contaminants originating in 
the cokemaking process from entering the river. 


Further progress was made in developing ‘‘Algo- 
form” low-alloy high-strength hot and cold rolled 
sheets and Canadian and United States patents 
were granted to Algoma for the process tech- 
nology. ‘‘Algoform’’ products were developed to 
supply existing markets and the projected major 
increase in demand for light weight steels by the 
automotive industry. 


Work continued on the development of advanced 
steel chemistries for high-strength plate and asso- 
ciated welding requirements and Canadian and 
United States patents were granted to Algoma on 
the former technology. 


Studies were undertaken to develop heavy-duty 
higher strength rails. Both chemistry and heat 
treatment are being studied to determine whether 
further service life improvement can be made for 
heavily loaded curved track locations. 


Continued progress was made on new techniques 
for continuously casting blooms for high-strength 
seamless tubing and alloy rails with high wear 
resistant qualities. 


Six new soaking pits increase ingot reheating capacity. 


Employee Relations 


Effective August 1, 1975, new three-year collec- 
tive labour agreements were signed with local 
unions representing employees at the Steelworks, 
Algoma Ore and Canadian Furnace Divisions. 
These agreements are similar to other United 
Steelworker Union agreements negotiated in basic 
industries in Ontario with respect to increased 
employment cost and they provide for substantial 
wage and benefit increases including cost of living 
escalation. A memorandum of agreement was 
signed but not ratified by the union membership 
before the old contract expired and a five-day 
strike occurred at the Steelworks Division. Nego- 
tiations are underway with employees at the Tube 
Division on a new contract to replace one which 
expires February 29, 1976. 


After extensive discussion with union committees 
representing employees at the Steelworks Divi- 
sion, a new Performance Bonus Plan was 
accepted by the membership which replaced vari- 
ous incentive plans for production workers. The 
Plan became effective January 1, 1975 and asim- 
ilar plan was instituted for most staff and super- 
visory personnel. Under these plans, relative 
contributions of eligible employees to production 
and shipments are recognized and they receive 
additional earnings based on productivity 
improvements and increased shipments of rolled 
steel products. 


Submissions under the Suggestion Plan increased 
to 1,605 from 1,008 in 1974 showing the interest 
of employees in improving efficiency and the inge- 
nuity they apply to finding solutions to everyday 


problems. Many of the suggestions were adopted 
and have proven to be worth while. 


The Corporation has established a comprehensive 
program of treatment and rehabilitation to assist 
employees who have a drinking problem. More 
than three quarters of those who participated in 
this program were able to continue to be gainfully 
employed as a result of the assistance they 
received. 


About 2,900 employees at the Steelworks and 
Tube Divisions participated in a Safety Oriented 
First Aid Training Program developed by St. John 
Ambulance. The main purpose of this program is 
to develop awareness of the potential of accidents 
and to emphasize the avoidance of accidents and 
injuries both on and off the job. The initial phase of 
the program has been completed and records are 
being monitored to establish the long-term effect. 


Special audio tests are being given to employees 
to measure hearing ability. All employees are 
encouraged to wear special protective devices to 
prevent loss of hearing. In addition, new facilities 
are being designed with a view to minimizing noise 
levels to the greatest extent possible. 


The recruiting of graduates from Canadian univer- 
sities and technological colleges is continuing. 
Summer employment of students has helped to 
acquaint future graduates with the Corporation 
and gives management an opportunity to assess 
their potential on the job. Financial assistance was 
provided to employees to further their education 
and the Corporation participated in a co-op pro- 
gram with a Canadian university. 


Retired father and working son compare notes during an annual department 
open house. 


Production committees work towards increased productivity and greater 
steel shipments. 
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CONSOLIDATED FINANCIAL STATEMENTS 


THE ALGOMA STEEL CORPORATION, LIMITED AND SUBSIDIARIES 


Earnings and Retained Earnings 


For the Years Ended December 31, 1975 and 1974 
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As at December 31, 1975 and 1974 
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Capital stock 
Shares of no par value 
Authorized—30,186,704 
Issued St ae Oe iaEN atieK Be Reet PRs bs de hi MA Tes tein 
SN OOOO 2 Ga wer Rl ha MRR icy at ae a 
PETA CG SAM MIO Ge Meter ope ani ce ei ene eh Grae SGN og celta tods 
Ore Shiae mOrerS “CCUILY c aan cue oe ane Ph ics sR Sees 


On behalf of the Board: 
D.S. HOLBROOK, Director W.E.McLAUGHLIN, Director 


1975 


1974 


(Thousands of Dollars) 


130,957 
4,794 
220,037 


13,852 
30,000 
11,311 
76,874 
6,588 
3,086 
141,711 
78,326 
5,525 
82,625 
539,666 
2,748 
630,564 
708,890 


260,226 
15,599 
47,919 

323,744 
$385,146 


$ 12,060 


373,086 
$385,146 


$ 4] 
64,234 
4,160 
WAS) 
3,866 
166,100 


14,831 
5,268 
82,965 
4,767 
ipeieys 
109,188 


56,912 


4,340 
68,065 
468,439 
1 Ose 
542,456 


599,368 


167,353 
15,443 
57,908 

240,704 
$358,664 


$ 12,051 
346,613 


$358,66 


Funds Were Provided By 


Funds Were Applied To 


Working Capital 


Current Assets 
Increase (Decrease) 


Current Liabilities 
(Increase) Decrease 


Working Capital 


Changes in Financial Position 


For the Years Ended December 31, 1975 and 1974 


Cash flow from operations 


Earnings before equity in earnings of associated company...... 
Transactions not resulting in an outlay orreceiptoffunds....... 
Dividendsreceived Trom.associated Company... =... a2 


Capital gain on sale of lake vessel (before income taxes of $982)... 
Undepreciated cost ofassets soldi su? on 2. 2 ae eee eee 
Regionalincentwegrant . ci gak oo. 2s ee, fee ee ee eas 
Net proceeds fromiong termloans. 204.3 ee 
Issue Of Caplial STOCK io a ee ee ee 
QINer—=Nel oo. ok os sa 


Additions to fixed assets 


Manufactarng plants oi) .4 28 oo Nea ee 
Recoverable from regionalincentive grants................. 


Raw maternal propenmics aig hie tic eet) eee eee 


LONG TenTINnVeSUMentSa...2. oe ee OR eee ye ee 
Reduction in long lem debt. a eee 
DIVIGS HGS 28 cee ne ie etn eu ee eee en 


Increase (Decrease) OuUnING Veale. a Se ee ee 
Balance at beginning OL VCal see 
Balance.at end efi veal o cass les on ee ed ee 


Changes in Working Capital 


Short term investments 


Inventories 


Cheques outstanding lesscash on deposit................... 
BankersaicCeplaniGeS 2) ha cime a aon ae de ate eee ee 
Pronmnssory MOleS 2 av 32 ets Altadena remem ee cate ec ea ee ee 
ACCOUNTS DAVADIE ANG ACCKUCE Nas Wr aaeee oc ne we eee ar 


Taxes payable 


increase (Decrease) CUMTG CGI annette we eee ace ee 
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ACCOUNTS TECEIVEDIC 5 mec viene le grt cede ce eee rc 
Regional incentive orantrecewable: |= 26 8 Gs oe ee ee 


longterm debbdte Within One yeak 03a. 2a ae eee 


1975 


1974 


(Thousands of Dollars) 


430 
151,856 


84,086 
1,825 
85,911 
18,612 
104,523 
6,035 
3,546 
16,338 
130,442 
21,414 
56,912 
$ 78,326 


$ (41) 
20,052 
(4,160) 
37,158 

928 

_ 53,937 

(979) 
30,000 
6,043 
(6,091) 
1,821 
1,729 
32,523 
$ 21,414 


$ 44,344 
42,628 
2,471 
89,443 


4,160 
64,390 
524 
(131) 
158,386 


113,033 
6,000 
119,033 
18,605 
137,638 
9,006 
2,200 
15,737 
164,581 
(6,195) 

_ 63,107 
$ 56,912 


$ (559) 
12,860 
4,160 
17,911 
454 


| 34,826 


(5,460) 
(5,268) 
(28,777) 
(838) 
(678) 
(41,021) 
$ (6,195) 


Notes To Financial Statements 


1. SUMMARY OF SIGNIFICANT 
ACCOUNTING POLICIES 


Principles of Consolidation 


The statements consolidate the accounts of all subsidi- 
ary companies. The assets, liabilities and results of 
operations of United States subsidiaries are included 
assuming $1 Canadian equal to $1 United States; if 
these were converted to the actual Canadian dollar 
equivalent, there would be no material effect on these 
financial statements. 


Inventories 


Finished products and work in process are valued at 
the lower of cost or net realizable value. Raw materials 


and supplies are valued at the lower of cost or replace- 


ment cost. 


Long Term Investments 


The investment in the associated company, Dominion 
Bridge Company, Limited, is accounted for by the 
equity method. 


The investment in a cost sharing joint venture produc- 
ing iron ore peliets is valued at cost. 


Fixed Assets 


Property, plant and equipment are valued at cost. 
Expenditures for betterments and renewals which 
extend economic life and for mine development are 
capitalized. Maintenance and repairs are charged to 
expense as incurred. Depreciation of manufacturing 
plant and equipment is provided on a straight line basis 
at rates intended to write off these assets over their esti- 
mated economic lives. Mining equipment and mine 
development costs are amortized on a unit of produc- 
tion basis over the estimated recoverable iron ore and 
coal reserves. 


Expenditures on periodic relines of blast furnaces are 
accrued for in advance ona unit of production basis. 


Exploration and Raw Material Properties 


Expenses incurred in the exploration for raw materials 
and the costs of investigating and holding raw material 
properties are charged to earnings as incurred. 


Interest incurred on funds borrowed directly to finance 
the development of new raw material properties is capi- 
talized during the period of construction and initial 
development. Such interest is included in the charge to 
earnings for depreciation and amortization when pro- 
duction commences in commercial quantities. 


Research, Development and Production Start-up 
Expense 


Costs of research, development and start-up of new 
production facilities are charged to earnings as 
incurred. 


Incentive Grants 


Assistance relating to the acquisition of plant and 
equipment is accrued on the basis of expenditures 
made and deducted from the cost of the related asset. 
Accordingly depreciation charged to earnings is based 
on the net cost of the asset. 


Assistance relating to research, development and train- 
ing activities is applied to reduce costs in the year 
incurred. 


Income Taxes 


The Corporation and its subsidiaries provide for income 
taxes on the tax allocation method. Since income tax 
regulations in Canada and the United States permit the 
deduction of expenses in calculating taxable income 
which may not correspond with amounts recorded for 
financial reporting, income taxes charged to earnings 
may differ from those currently payable. Income taxes 
charged to earnings, in excess of those currently pay- 
able, are shown as Deferred Income Taxes on the state- 
ment of Financial Position. 

Investment tax credits are accounted for by the flow- 
through method. 


2. INCOME TAXES 


The $11.0 million deferred income tax credit in the 
earnings statement results principally from recording a 
greater amount of depreciation than the amount to be 
claimed for tax purposes. In the statement of financial 
position this tax credit is deducted from Deferred 
Income Taxes. 


Income tax provision for 1975 was reduced by $16.7 
million because depletion allowances are claimed in 
determining income for tax purposes. 


Investment tax credits applied in reduction of 1975 
income taxes amounted to $1.7 million. Unused 
investment tax credits available for reduction of income 
taxes in the years 1976 to 1982 amount to $7.0 million. 


In 1975 revised federal income tax assessments were 
issued exempting income from the Ruth and Lucy iron 
ore mine from taxes during the three years com- 
mencing with the start of commercial production in 
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1968. Because of uncertainty with respect to the out- 
come of the application for tax exemption, income 
taxes were originally recorded by the Corporation as 
though such income was taxable. Income taxes were 
therefore overaccrued by $2.2 million in those years 
and the liability for deferred income taxes has now been 
reduced and retained earnings increased to reflect this 
adjustment. 


3. INVENTORIES 


1975 1974 
(millions of dollars) 
Finished products... 5. $.19:8 — 23° 13.2 
WOrK IN DIOCESS) -cncse ce co 36.2 28.1 
Raw materials andsupplies.... 75.0 52.5 


$131.0 $ 93.8 


4. REGIONAL INCENTIVE GRANTS 


The federal government has approved regional eco- 
nomic expansion incentive grants totalling $12 million 
to assist in the construction of certain facilities. Up to 80 
per cent of each grant is payable when the facility 
is in commercial production and the balance is payable 
within the following 30 months. 


Grants earned to December 31, 1975 amounted to 
$10.3 million of which $1.8 million was accrued in 
1975. An amount of $4.8 million was received in 1975 
on completion of one of these facilities. 

5. LONG TERM INVESTMENTS 1975 1974 
(millions of dollars) 


Associated company, at cost 
of capital stock and equity 


in undistributed earnings... . $ 61.5. $53.0 
Jointventure, atcost (Note 7) .. 18.7 13.4 
ONE AECOS! Sas mane ee: 2.4 Le 


$ 82.6 $ 68.1 


6. FIXED ASSETS 


1975 1974 

Property, plant and equipment (millions of dollars) 
at cost: 

Manufacturing plants....... $748.1 $668.9 

Raw material properties. .... 131.4 112.6 


879.5 781.5 

Accumulated depreciation, 
depletion and amortization. . . 339.9 S14 
$539.6 $468.4 


7. COMMITMENTS 


(a) Long Term Investments include advances to 
Tilden Iron Ore Company (participant in a cost sharing 
joint venture to produce iron ore pellets) by a subsidiary 
of the Corporation. The subsidiary is entitled to receive 
its share of pellets, estimated at 1.2 million gross tons 
per annum, and is committed to pay its 47 per cent 
share of Tilden’s costs, including amounts sufficient to 
repay its share of that company’s long term debt 
amounting to $4.2 million in each of 1976 and 1977, 
$4.6 million in 1978 and $3.0 million in each of 1979 
and 1980. The Corporation has entered into agree- 
ments under which it may be called upon to invest 
amounts in the subsidiary which would be available to 
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meet such commitment of the subsidiary. At December 
31, 1975, 47 per cent of Tilden’s long term debt is $53.6 
million. 


The participants in the joint venture have entered into 
an agreement to expand production facilities by late 
1979 subject to the fulfillment of certain conditions. To 
complete the expansion by the required time certain 
expenditures and commitments have been made and 
the subsidiary is committed at December 31, 1975 to 
provide $16.9 million for such expenditures and com- 
mitments under certain circumstances. An interim line 
of credit has been arranged by the participants to assist 
in financing these expenditures and commitments and 
at December 31, 1975 the subsidiary’s share of loans 
under this line of credit amounted to $3.0 million, 
repayment of which has been guaranteed by the 
Corporation. 


(b) Commitments of approximately $25 million are 
outstanding at December 31, 1975 for expenditures on 
property, plant and equipment. 


8. LONG TERM LEASES 


Rentals under long term leases amounted to $5.6 mil- 
lion in 1975 and future minimum annual rentals are 
approximately $5.7 million during the next five years. 
The rentals include: 

(a) rental of a seamless tube plant under a lease 
which expires in 1986 and contains annual options to 
purchase from 1977; 


(b) rentals of Steelworks machinery and equipment 
under leases which generally expire in 1993 and 1994 
with options to purchase in 1990 and 1991; 


(c) rental of a lake vessel, previously owned and sold 
in 1975 with an extraordinary gain of $3.5 million, under 
a lease commencing in 1975 and expiring in 1985 with 
an option to purchase in 1983; 


(d) other rentals, principally under leases of raw 
material properties. 


9; LONG TERM DEBT, 1975 1974 


(millions of dollars) 


Debentures (a) 
5%% series Amaturing 1978 $4117:6. “S422 


7%% series C maturing 1987 25.2 26.4 

8% % series D maturing 1991 34.0 34.0 

10% % series E maturing 1994 50.0 50.0 

11 %series F maturing 1995 65.0 — 
82% notes maturing 1991 (b) . . 22.0 16.5 
United States bank loan under 

revolving credit(b). ........ 4.3 SAS) 
Canadian bank loan under 

revolving credit(c)......... 35.0 8.4 
Short term promissory 

NOTES CC) eon recs ce 15.0 16.6 
OUNCES eta toe ha ee ate anemia 1.2 Tee 
Totalamount outstanding ..... 263.3 168.8 
Less due withinone year...... 3.1 1.4 


$260.2 $167.4 


Sinking fund and other repayment requirements within 
the next five years are $3.4 million in 1976, $3.9 million 
in 1977, $13.4 million in 1978, $12.5 million in 1979 
and $13.8 million in 1980. 


(a) The debentures rank pari passu and are secured 
by a Trust Indenture containing a first floating charge 
on all assets of the Corporation in Ontario. At Decem- 
ber 31, 1975, $.3 million of debentures are redeemed 
and are to be applied to meet 1976 sinking fund 
requirements. 


(b) The remaining amount available under this line of 
credit for development of a coal mine is $1.2 million. 
This amount, when borrowed, and the outstanding $4.3 
million bank loan are to be converted into a term loan 
maturing in 1980 bearing interest at rates varying with 
the lender’s prevailing prime commercial rate. These 
borrowings are secured by a mortgage on the coal 
mine property. 


(c) One of the bank lines of credit permits up to $50 
million loans, bankers acceptances and short term 
promissory notes to be converted until December 31, 
1977 into term loans maturing beyond 12 months but 
not exceeding seven years. Accordingly, $50 million of 
bank loans and short term promissory notes are classi- 


fied as long term debt and the remaining $41.3 million 


of bankers acceptances and promissory notes are clas- 
sified as current debt. The bank loans are secured by 
assignment of trade accounts receivable and 
inventories. 


10. PENSIONS 


Estimated unfunded liability for pensions earned by 
past service is $92.4 million which includes an increase 
of $34.3 million resulting from 1975 revisions in pension 
agreements and is comprised of the following: 


Auditors’ Report to the Shareholders 


1975 1974 
(millions of dollars) 
Includedin currentliabilities ... $ 7.1 $ 5.4 
Includedin long term liabilities . . 15.6 15.4 
Notincluded inliabilities ...... 69.7 peel: 
$92.4 $58.5 


Pension costs charged to earnings include those aris- 
ing from current service, interest on the total unfunded 
past service liability and annual payments in respect of 
the $69.7 million not included in liabilities. It is planned 
that future payments will discharge the total unfunded 
past service liability by 1990. 


11. SHAREHOLDERS’ EQUITY 


As long as series A debentures are outstanding, the 
Corporation must meet certain financial requirements 
before paying dividends or reducing share capital and 
these requirements are exceeded by a substantial 
amount. 


There are unexercised options at December 31, 1975 
on 20,900 shares terminating in 1979 at $15.19 per 
share. 


12. REMUNERATION 


Total remuneration of directors and senior officers 
amounted to $1.2 million. 


13. ANTI-INFLATION LEGISLATION 


The Corporation is subject to the federal Anti-Inflation 
Act and Regulations which became effective on Octo- 
ber 14, 1975. As a result, the Corporation's ability to 
increase prices, profit margins, compensation and divi- 
dends subsequent to that date may be restricted during 
the period in which the Act and Regulations are in 
effect. 


We have examined the consolidated statement of financial position of The Algoma Steel Corporation, Limited and 
subsidiaries as at December 31, 1975 and the consolidated statements of earnings and retained earnings and 
changes in financial position for the year then ended. Our examination included a general review of the accounting 
procedures and such tests of accounting records and other supporting evidence as we considered necessary in the 
circumstances. We have relied on the reports of the auditors of the associated company and its subsidiaries whose 
earnings have been included on the equity basis in these financial statements. 


In our opinion, these consolidated financial statements present fairly the financial position of the Corporation and 
subsidiaries as at December 31, 1975 and the results of their operations and the changes in their financial position 
for the year then ended, in accordance with generally accepted accounting principles applied on a basis consistent 


with that of the preceding year. 


Sault Ste. Marie, Ontario 
February 2, 1976. 


“PEAT, MARWICK, MITCHELL & CO.” 
Chartered Accountants 
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Operations 


Earnings and Related 
Statistics 


Capital Expenditures 


Long Term Debt 


Financial Position 
at Year End 


THE ALGOMA STEEL CORPORATION, LIMITED AND SUBSIDIARIES 


Ten Year Summary of Operating 


and Financial Data 


(tons in thousands and dollars in millions excepting per share data) 


Production iron ©re (ij ee 8 Gale 
—COal 2) 228 8 INGE, 
= COKE = ge Noe 
WOW os ae ee N.T 
—HaWSleeh i ee N.T. 

obipments—steel Producig. 3. aa N.T. 

NEL Sales oye ae ee ee $ 

Earnings Before Income dexes (1... 7. 5... 


$ 
INCOME TaKeS cS ee cee ee $ 
Equity in Earnings of Associated Company ........ $ 
Net Eamimgs *oaae! eee ee $ 
DividendsiPald |. ee ue a $ 
Earrings Retained in Business’. 4 $ 
Cashflow From Operations... he $ 
Per Share G-Neteamings’.... 2... oe $ 
—CashFlow From Operations ........ $ 
—Dividends Paid 050 2.08 oe | $ 
Net Earnings as % of 
Net Sales. sys ee % 
—Average Shareholders’ Equity....... % 
—Average {otal Investment (6)... . 25 % 
Cost of Products Sold as % of NetSales........... % 
Depreciation and AMOTUZAlION.@. . wel ok ee 
ManulacturinG Facies... ic a en a eee 
WEIN Om RODEO Seca oe we een cae ea 
ALONE cans eS, oe wander hc teeee a roe co RR OD a a 


2 (OEMS pee Chi eae ne at een 


d 
$ 
S 
> 
$ 
) 
$ 
FREDAVIMGINS 7 enhit ih Nh Lh cw aaaloe hm, od oa a $ 
Interest ance xpenset.) smut he eee ce eee $ 
CUIFEDLASSOTS tc 0 aaa) tare oe aren ae ts Ne $ 
s) 
$ 
$ 
D 
> 
$ 
$ 


WOrinG Gaiters tes oats hc Penaeus 
NetFIXGc ASSETS Crear sraie a aes ies Ne neler othe were es 
OtALMAVMESTINE TG?) eatin we ee les pee ee eee 
EOLAVASS OTS 6 2 seit toe plete ae ey le cer aaa ee 
LONG VE hint DCOR a. teehee nee e eaaem ie rene Cie ear 
DRAKE OIGErS ECUITVt sere, | ea ius aoe ie ee ea Fc ene Ue 
Number of Shares Issued (O00) (5)............... No. 
ohareholders’ Equity Per Share (5) 6.0... 06 ..5 238 $ 
Number of Shareholders. 60 iia err re eka No. 
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1975 197 
3,478 BENE 
2,425 1,98 
1,294 eS? 
2,624 LWT 
2,748 2G 
1,968 2,01 
541.5 474. 
16.3 Sit. 
(10.6) ey 
12.4 9, 
42.8 (3) oo: 
16.3 1S 
26.5 Boe 
49.6 89. 
3.67 4.6 
4.25 eG 
1.40 es 
7.9 Whe 
AES 1S 
8.0 ae 
85.1 ise 
29.3 26. 
85.9 119. 
18.6 te, 
104.5 TSG 
65.0 SO: 
31.4 iy. 
96.4 Oo! 
3.5 a 
19.2 10. 
220.0 166. 
141.7 109. 
78.3 56. 
539.7 468. 
708.9 599. 
850.6 708. 
260.2 WO: 
385.2 356; 
11,670 Tebeen/ 
33.00 SO), // 
11,536 WAQ22 


mi 
vas 
413 
429 
619 
,650 
946 
76.2 
30.8 

LD 

3 
28.6 

es: 
2Ae3 
1.8 
2.45 
4.97 
Ae Veas) 


7.6 
9.2 
6.9 

80.8 

23.5 

51.5 

16.0 

67.5 


30.7 
BOL7. 

o4 

6.4 
Sis} 
68.2 
63.1 
66.1 
84.5 
52.7 
04.1 
201 
,635 
5 
,958 


a2 
M2 
oe 
on 
Zo 
75.3 
54.2 
326.5 
428.2 
503.5 
76.8 
298.2 
T,o95 
20.02 
16191 


2k 
35.9 (4) 
5.8 
30.1 
51.8 (4) 
3.10 (4) 
4.47 (4) 
50 


13.2 
13.3 

9.9 
84.7 
ers, 
35.0 

4.1 
39.1 
34.0 


34.0 
Cn 
5:3 

124.7 
40.5 
84.2 
2ST. 
417.8 
458.3 
1ie8 
285.6 
11,595 
24.63 
17,080 


1970 1969 1968 
2,667 2,343 2,942 
2,701 2,301 2,253 
1,619 1,226 1,523 
2,440 1,705 2,189 
2,495 1,725 2,261 
1,760 1,256 1,563 
257.4 183.1 216.2 
15.9 (1.5) 17.3 
(6.7) (10.5) (27) 
3.0 2.2 1.6 
25.6 112 21.6 
5.8 10.2 11.6 
19.8 1.0 10.0 
36.6 19.4 35.7 
DOO 97 1.86 
3.15 1.67 3.07 
50 875 1.00 
9.9 6.1 10.0 
10.4 4.8 9.4 
7.6 3.6 6.6 
83.4 Br: 80.9 
18.3 17.5 18.6 
276 e786 20.8 
Bal 2.6 2.4 
31.0 40.4 23.2 
9.3 

9.3 

1.0 a 1.9 
3.1 Bu 3.0 
1127 89.2 105.5 
67.0 40.6 35.1 
45.7 48.6 70.4 
272.5 261.4 238.9 
357.8 348.1 356.2 
424.8 388.7 391.3 
46.0 47.0 47.1 
255.5 235.7 OBA 
11,608 11,608 11,608 
22.01 20.31 2022 
17,566 16,362 14,796 
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61.4 
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344.1 
372.4 
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13,936 


1966 
2,401 
1,685 
1,410 
2,241 
2,347 
1,731 
kee 58) 
39.3 
13.5 
20 
26.3 
11.6 
14.7 
47.7 
CLEA, 
4.11 
1.00 


Ae 
12 ee 
8.7 
74.5 
16.5 
29.8 
ul 
33.5 


4.9 
EPs 
86.1 
29.4 
20.7 
212.8 
oi t2 
346.6 
19.0 
223.0 
11,606 
1925 
13,284 
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NOTES: 


(1) Includes mines operated by the 
Corporation and its share of pro- 
duction from joint ventures. 


(2) Metallurgical and steam coal. 


(3) Includes extraordinary gain of 
$3.5 million amounting to $.30 per 
share. 


(4) Includes an extraordinary gain of 
$21.5 million amounting to $1.85 
per share. 


(5) Statistics on shares adjusted for 
share subdivision in 1966. 


(6) Net earnings are before deduction 
of interest on long term debt net of 
income taxes. 


(7) Total assets less current liabilities. 
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Engineering 


Robert N. Robertson 


Vice President—Sales 


Joseph D. R. Potter 


Secretary 


William J. Reed 


Comptroller 


Adrian M. S. White 


Treasurer 


Executive Offices 
Sault Ste. Marie, Ontario 


Works and Operations 
The Algoma Steel Corporation, Limited 


Steelworks Division, 
Sault Ste. Marie, Ontario 


Tube Division, 
Sault Ste. Marie, Ontario 


Canadian Furnace Division, 
Port Colborne, Ontario 


Algoma Ore Division, 
Wawa, Ontario 


Marine Division, 
Sault Ste. Marie, Ontario 


Works and Operations of 
Subsidiary Company 


Cannelton Industries, Inc., 
Cannelton, West Virginia 


Cannelton Coal Division 


Kanawha Mines, 
Cannelton, West Virginia 


Pocahontas Mines, 
Superior, West Virginia 
Indian Creek Division, 
Peytona, West Virginia 


Chippewa Tube Division, 
Dafter, Michigan 


Maple Meadow Mining Company 


Maple Meadow Mine, 
Fairdale, West Virginia 


Cannelton Iron Ore Company 


Incorporation 
Under the laws of the Province of Ontario 


Share Transfer Agents and Registrars 


Montreal Trust Company, Saint John, 
Montreal, Toronto, Winnipeg, Regina, 
Calgary and Vancouver 


The Royal Bank of Canada Trust 
Company, New York 


Shares Listed 


Montreal, Toronto and Vancouver 
stock exchanges 


Trustee for Debentures 


Montreal Trust Company, Toronto, 
Ontario 


Registrar for Debentures 


Montreal Trust Company, Montreal, 
Toronto, Winnipeg and Vancouver 
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THE ALGOMA STEEL CORPORATION, LIMITED 


Sales Offices 


Sault Ste. Marie, Ontario 
Saint John, New Brunswick 
Montreal, Quebec 

Toronto, Ontario 

Hamilton, Ontario 

Windsor, Ontario 

Winnipeg, Manitoba 
Vancouver, British Columbia 


\ ALGOMA 


re STEEL 
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Products 


Algoma Sinter 
Coke 
Coal Tar Chemicals 
Pig lron 
Ingots, Blooms, Billets and Slabs 
Wide Flange Shapes 
Welded Wide Flange Beams and Columns 
H-Bearing Piles 
Standard Angles, Channels and Beams 
Elevator Tees 
Zees and Special Car Building Sections 
Bevelled Edge Grader Blade Bars 
Heavy and Light Rails 
Tie Plates and Splice Bars 
Hot Rolled Bars 
Reinforcing Bars 
Forged Steel Grinding Balls 
Grinding Rods 
Hot Rolled Sheet and Strip 
Cold Rolled Sheet and Strip 
Plate 
Sheared and Gas Cut 
Universal Mill 
Floor 
Seamless Pipe and Tubes 
Oil Well Casing 
Line Pipe 
Standard Pipe 
Mechanical Tubing 
Couplings 


